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Terminology for Discussing Elasticities

Multiple-Choice Questions

1. Ifaproduct has an inelastic demand, this means that

a.

consumers are relatively sensitive to a change in the price of the
product.

consumers are relatively insensitive to a change in the quantity
demanded.

producers are relatively sensitive to a change in the quantity demanded,

. producers are relatively insensitive to a change in the quangity

demanded.
consumers are relatively insensitive to a change in the price of the
product,

2. Ifaproduct has an elastic demand, this means that

d.

b.

consumers are refatively insensitive to a change in the price of the
product.

consumers are relatively sensitive to a change in the quantity
demanded.

consumers are relatively insensitive to a change in the price of the
product.

. producers are relatively insensitive to a change in the price of the

product.
producers are refatively sensitive to a change in the quantity demanded.

3. Ifthe price of a product increases by 10 percent and the quantity
demanded decreases by 15 percent, then

oo g

the product has an inelastic demand.

. the producer should raise the price finther to increase total revenue.

the product has an elastic demand.

. the product has an clastic supply.

the product has a unit-clastic demand.

4, For demand to be inelastic,

a.

b.

the percentage change in quantity demanded must be greater than the
associated percentage change in price,

the percentage change in quantity demanded must be less than the
associated percentage change in price.

the percentage change in quantity demanded must be equal to the
assaclated percentage change in price.

d. quantity demanded must change with a change in price.

demand must change with a change in price.
o t=)

5. For demand to be elastic, it must be the case that

a.

the percentage change in quantity demanded is greater than the
associated percentage change in price.

. the percentage change in quantity demanded is less than the associated

percentage change in price.
the percentage change in quantity demanded is cqual to the associated
percentage change in price.

. quantity demanded must change with a change in price.

demand must change inversely with a change in price.
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When demand to be unit-elastic,

a. the percertage change in quantity demanded is greater than the
associated percentage change in price.

b. the percentage change in quantity demanded is less than the assoctated
percentage change in price.

¢. the percentage change in quantity demanded is equal to the associated
percentage change in price.

d. quantity demanded must change with a change in price.

e. demand must change inversely with a change in price.

If a 3 percent change in price results in a 1.5 percent change in quantity
demanded, then the price elasticity of demand is and deman
is

a. 2; elastic
b. 1/2; elastic
¢. 2; inelastic
d. 1/2; inelastic
¢. |; unit-elastic

If the price elasticity of demand is 5.3, demand is said to be
a. elastic.

b. inelastic.

c. unit-elastic.

d. perfectly inelastic.

e. perfectly elastic.

Carla buys one soft drink a day regardless of the price. Which of the

following statements is correct with respect to Carla?

a. Price clasticity of demand for soft drinks is zero.

b. Price elasticity of demand for soft drinks is 1.

¢. Cross-price elasticity of demand for soft drinks is 1.

d. Price elasticity of demand for soft drinks is infinite.

e. Price elasticity of demand cannot be calculated with the information
given,

If demand is perfectly inclastic, then

the elasticity of demand is 1.

the elasticity of demand is -1.

the demand curve will be nonexistent.

the demand curve will be a horizontal line.

quantity demanded does not change when price changes.

o Re o

A perfectly elastic demand curve has a price elasticity
a. of infinity.

b. that varies between 0 and 1.

¢. less than 1.

d. cqualto L.

¢. equal to zero.
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Elasticity of Demand

Multiple Choice Questions

1. Elasticity of demand is a numerical measure of

a the slope of the demand curve

b the ratio of percentage changes in quantity and price

c the relationship between equilibrium price and equilibrium quantity
d the willingness of consumers to purchase commodities

2. 'The price elasticity of demand for a good depends on

a the income of buyers

b the quality of the good

c the quantity supplied

d the availability of substitutes

3. Elastic demand implies that a given percent

a increase in price causes a smaller percent decrease in the quantity demanded
b increase in price causes a larger percent decrcase in the quantity demanded
c decrease in price causes a smaller percent increase in the quantity demanded
d deerease in price causes a larger percent increase in the quantity demanded

4, 1If the price elasticity of demand for a commodity is zero, then a small change in it’s price
will result in

a small change in quantity demanded

no change n quantity demanded

a complete withdraw of quantity demanded
none of the above

]
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5. An increase in the price of bus tickets leads to an increase in the income of bus
companies; this shows that

there is a high elasticity of demand for bus trips
there is a low elasticity of demand for bus trips
buses are inefficient

there are {raffic bottlenecks

Q.o oW

6. If the price per unit for a good with unit elasticity of demand is $10 when the total salcs is
100 units, what will the price have to be for sales to be 120 units

a $6.70
b $7.50
c $8.30
d $8.70



